
Republican Policy Committee
Don Nickles, Chairman Doug Badger, Staff Director 347 Russell Senate Office Building (202)224-2946

February 6, 1996

The National Governors' Association Medicaid Proposal
I

Today the National Governors' Association meeting of 48 governors overwhelmingly
passed a proposal to overhaul the nation's Medicaid health system for low-income individuals.
Both Majority Leader Dole and President Clinton have stated that this proposal has their support.
While some details still have to be finalized, the proposal as passed by the governors is attached.

Background: Annual Medicaid growth has been well over 10 percent over the last
decade and approached 20 percent in five of those years. As a share of state spending, Medicaid
has increased from 10.2 percent to 19.4 over the 1987-1994 period.

In contrast, spending for Elementary/Secondary Education, Higher Education, Welfare,
and Transportation has fallen as a percentages of state spending over the same period. Among
the reasons for this dramatic increase are congressional program expansions, court decisions, and
changing demographics.
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Rextctn=g the growth of Medicaid i no easy task MedIcald i thc pnm=7 source of
health ere for low incone preguant w . and chikh74 perou wth durabiEiti, and Ot
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in this program provvn care to more han 20 million people. The challenge for the Baum
and Governors as the stewards of this progro, is to redeign Medicaid so that health care
cons are morm efecrcvely coiuained and those tht muty need health care coverage continue to
gaR access to Mlm care while gving states the needed flezbility to maximize the use of these
limited heath care doll to mast effictvely meet the needs of low income indnivduaLt

THE NEW PROGRAM

Within the balanced budget debase, a number of altemauves to the edisang Medica
program have been proposed The following outlines the naton's Governors proposal that blends
the best aspects of the cument program with congresiomal and adminiration alternatives
toward achievin a avreambrimd and statejflezible health carm system that guarantees health cre
to our most needy citas.

Ppam GOa& The program is gude by four pnrmary pals

1. The basic healh care needs of the nation's most vulnerable populations must be

1 uarantde

2 The growth in health care pediauns nust be brught under conuoL
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13 Stat u must have maximum fluiblity in the design and implementation of
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* Rrsnant wommI to 133 pa tu of powevy

* Chldrn to ae ,6 to 133 poeent of povm.

. Childen aq 6 Ohmwh 12 to 100 peent of povwv

7he eldrffly who inet SSI cm and retaoce uanlda

* Ponsu with diuabii at defined by the state in uel state plaL State will have a
fundr sei-aside requbrewwm equal to 90 paeem of the percentage of total medical
assisance fuind paid in FY 199S for pons with disabiltd.

Medicare con shawing for Qualifted Medicare Benfitclare.

* Efthen I

- IndivLduat ori families who meet cumen AFDC income and resource siandardi
(state with Income standardJ h4her han the national average may lower those
standar& to the national averg); or

- Stater can run! a sJgk eligibility .ystem for indi'vucaL who are eligible for a new
welfare proram as defined by the state.

Conuitent with the statute, adeqiacy of the state plan will be determined by the Secrtary
of HHS. The Secretary should have a time cenain to aca

Coverage rmain oqptional fir.
* All other optonal grows is the wrena Medicaid program.

* O r individuala or families as dfe by the mate but below 275 percnt of povwy.

8mdt

* The fonowin beneifn rmin guaranteed for the guaraneed poputati on,.on Dn

- Inpatient and outpent hospital semice, physician services, prenatal care, nurnug
fadLy swvl home heah car famiy planning sw'ces and stpphe, ..boropy
and xzray SerlVcNA, Pdaa and family nuare poetidioner se.vicei; nurse m.d*e
wv.ae and EAT and AAi C Sawanuz, Dinosis and Treatment Sen rcat (T
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MTr In EPSDT Is rediflned so that a state nead not cove all Meicad opaqn

* At a miuim u, all odau benefits deflned as optonal under the curent Medcaid
Progm would rmain optioal and long amm care optbis signcar broadened

* StaW hav compt falibilisy in doning, amout duwrton and scope of senves.

Pripwt RAi qf Aalue

* The fallowiq are the o IOUs of action for indiviua or cdates for clikyi. Al
of these featr will be died to prevent states fhom havnW to defend agast an
individual's sui on benefits in frdal cowtL
-Before taking action In the state courts, the individual must follow a state

adminitrative appeals proem
-Stares mat offer idividual or classes a private dlgA of acdon in the state co&t

as a condition of panrtclation in the proam
- Following actwn in mt stare courts, an individual or class could petition the U.&

Supreme Court

Independent of any irate judicial remedy the Secrtary of HHS could bring acnon
in the federal courts on behay of indials or clsses but not for providers or
health phm

* There should be no private nght of action for providers or health plns.

Sewrv Delimy

* States must be able to use all available health care delivery systems for these
populations without any special permission from the federal government.

* States must not have federall imposed limits on the number of bencficfanes who may
be enrolled in any network

Provider Slmnukrd~s and IRelmbaWuu

* States must have complete auhoriy to set all health plan and provider reimbursement
rate without interference from tu federal gove'nment or threat of legal action of the
provider or plan.

The Doren amendment and other &ven.ke statutory provisions must be repealed.

* "One hundred perent reasonable ca reimbu rem nt' must be phased out over a two
year period for federaly qualified health centers and rural health cics.
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*Ssam be able to sedt dui own heabh plan and provider ualiicatin ,raMt*

and be abwdnmed frn any federal minimum qualifcation sandarde such as Am

aunwty set jfr obsueulma and ped u

*For the pwrpw of di QuaJk ed care BaU cwes program, the sates may pay

the Medicaid rate In uut of the Medicare ra

Nurin Hoi *pm

S Sate will abide b m O A '87 standards for nursing homes.

* States Wi have the Jleibility to demmine enforcement srategls for nursing home

standus and will ichtde them In their state plan.

Pl A

• States must be uwurduned fiom the heavy hand of oversight by the Health Care

Financing Adn maL

* The plan and plan. amendment process must be streamlined to remove HCFA.

mwromanagement f state prorms:.

• Oversight of stna aaivWes by the Secretay must be st.eamlined to assure that federal

intervention occurs only when a ltate faiLt to comply substantialy with federal statutes

or itS own planm

* HCFA can onby mpose disallowances that are commensurate with the size of the

violation

. Thfs program, shold be wrinen under a new title of the Social Security Aa.

Proider T and DeNatIw

. Curent provider tax and donation retrictions in federal statutes would be repealed

• Cumrent and pending state dtpum with HHiS aver provider aes would be discontnueA.

Financing. Each state will haw a maimum federal allocation that provides the state with the

financial capacity to cow, Medicaid enoll The allocation is available only (f the state puts

up a matching pecentag (methodoloVg to be dened). The allocation Ls the sum of four

factors: base allocation, growth, special grants (special grants have no state matching

requbement) and an ksuaance umbrella, described as fallow::
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1. AM in dugumihing bas _vw M, a state may chowe fnm the foulowg-193
ranud a,, 1994 uqpeWru, or J199S5 qpeydAw Soa te mar Mq rVere qc
prWIU to Corra for anomalrL Mmhr ben)Wr dar'.s

a G Thit a formula that awuna for timated change in the stale's caseload
(both o" " gvwA and CW Rti) and an flAgton factowr The deedtf of Mgf;m ula are to be det mined Thi fwmUa t caLulated each year for the followbpg
Xw basd an die ben available daa.

3. SP C Speci rant flu will be mad, available for cerain stases to cow,
iUlegal alfies and for cma sta to as Indjan Health Service and related facllldcs
in the proviion of healt care to Nadve Amencam. Satra Wi have no matching
requbwmem to gawu access to Mt h feailfld Pn

4. 7hLe Insura UnbrdU is M ance umbrella is dencged to eiwuv that states
will get access to additinal Jfnds for certain populations i, because of unaukpazed
consequences, the growth factor fail to accurately estimate the growth in the
pOPUtO&L Funds are gupamW on a per befdaury basis fr those decaibed below
who were not Inlded in the emmatei of the base and the growh These fpuds are
an endtdlement to ssate and not *ubjct to annual approppiadons

&='Dome Wd 'Uvefitr Access to the insurance umbrella it available to cover the cost
of care for both guaranted and optional benefits The umbrella covers al guaranteed
populations and the opuonal pardon of two graOpS-petsons with ditabilitis and the el.

Accesf ti0l 'Ir I'd Umhppl1n The inurance umbrella is available to a stae only
after the following condidaons are mea

1. Sotua must have used up other available base and growth flunds that had not
been used because the cmnated population in the growth and base was greater
thn the acual poplatlon sved.

I2 App rpuite provisulnt will be established to ensur that states do not hew
accs to the umbrella flut unles there is a demonstrble need

S. hfth the ewpion of the special grants, states must share in
the cost of the programL A state's matching consibuion in the program will no,
ecced 40 percaL

6 &Mroogonase S hare _ HOs tl &ram. Current disproportionate share hsial
spnisng will be ncbud in the bas& DSH flunds mut be spent on heath care for
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